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Mexico's social security institute (Instituto Nacional del Seguro Social, IMSS), with a debt of 267
billion pesos (US$27.6 billion), could face insolvency in coming years unless the government steps in
to rescue the agency. The IMSS is the principal source of health care for 57 million Mexicans and the
main provider of retirement benefits for tens of thousands of others. A large share of the institute's
debt is owed to the government of Mexico City for rent and other services. The institute's problems
are attributed in part to years of mismanagement but also to budget cuts enacted by President
Vicente Fox's administration.
The IMSS budget for this year has been slashed by 2.4 billion pesos (US$248 million) as a result
of recent budget reductions, including a cut in government expenses of 10 billion pesos (US$1.03
billion) in April (see SourceMex, 2002-04-10).
IMSS director Santiago Levy said the IMSS has sufficient funds to continue operating for the
foreseeable future, but he cited the need for the institute to adopt "strict" measures to prevent
an eventual collapse. "Technically, we are not bankrupt because our funds are backed by the
government," said Levy.
The Sindicato Nacional de Trabajadores del Seguro Social (SNTSS), the union that represents IMSS
workers, warns that the institute may not be able to cover the pensions of 210,000 additional workers
who will be eligible to retire by 2010 if funding remains tight. That number would be a significant
jump from the 110,000 Mexicans retirees now covered by the IMSS. "If the system is not shored
up, the life expectancy of the IMSS will be limited to 10 years," said SNTSS direct Fernando Rocha
Larrainzar.
Levy said the most immediate impact of the budget crunch for the institute is its inability to hire
more personnel and acquire more equipment and supplies to meet the needs of its constituents.

Congress calls for emergency rescue of institute
The financial problems of the IMSS have caught the attention of the Mexican Congress, especially
members of the opposition parties. Sen. Mariano Gonzalez of the former governing Partido
Revolucionario Institucional (PRI) has proposed legislation that directs the administration to restore
the US$2.4 billion cut from the IMSS. "A financial crisis for IMSS will generate social discontent,"
said Gonzalez.
Deputy Cauhtemoc Montero Esquivel of the center-left Partido de la Revolucion Democratica (PRD)
said the Fox administration should respond to the problems of the IMSS as previous governments
responded to the banking-system problems through the Fondo Bancario de Proteccion al Ahorro
(FOBAPROA). FOBAPROA has since been replaced by the Instituto de Proteccion al Ahorro
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Bancario (IPAB). "We have to implement a rescue program similar to FOBAPROA," Montero said,
speaking on behalf of the PRD delegation in the lower house.
PRD president Rosario Robles went one step further, suggesting that the administration redirect
some of the 50 billion pesos (US$5.17 billion) currently devoted to bank- rescue operations each
year. The IMSS has presented a proposal to the administration of Mexico City Mayor Andres
Manuel Lopez Obrador to cover the debts to Mexico City. Under the plan, the IMSS would trade
some underutilized properties for some debt relief. The plan would also allow the Mexico City
government to enroll city workers who are not yet covered by the IMSS.
Another proposal is that the government require businesses and workers to pay a higher IMSS
tax. This plan, however, has been rejected by the business community. "This plan is not acceptable
because industry is facing a severe economic slowdown," said Juan Pablo Villar, vice president of
the Camara Nacional de la Industria de Transformacion (CANACINTRA). Villar said almost onethird of the workers enrolled in the IMSS are employed by the manufacturing industry. [Note: Pesodollar conversions in this article are based on the Interbank rate in effect on July 24, reported at
9.67 pesos per US$1.00] (Sources: Notimex, 04/29/02; El Financiero, 04/30/02; The News, 07/04/02;
La Jornada, 07/15/02; La Cronica de Hoy, Reforma, 07/16/02; Novedades, 07/16-18/02; Unomasuno,
07/18/02; Agencia de Noticias Proceso, 07/22/02; El Universal, 07/24/02)
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